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F & A DAIRY of CALIFORNIA, INC.

August 14, 2007

The Honorable A.G. Kawamura, Secretary
California Department of Food and Agriculture
1220 N Street

Sacramento, CA 95814

Dear Secretary Kawamura:

The undersigned California cheese manufacturers respectfully request the Department
call a hearing to change the Class 4b pricing formula in Northern and Southern
California. The below extracts of the Stabilization and Marketing Plans for Market Milk
for the Northern and Southern California Marketing Areas contain proposed changes to
Class 4b pricing formulas and comprise our petition for this hearing. This hearing is
being requested pursuant to Division 21, Part 3, Chapter 2, Article 4 through Article 9 of
the Food and Agricultural Code, including Sections 61802 through 62079.

Reasons why changes are needed:

Cheese manufacturers in California are facing an economic crisis due to the detrimental
effect of the current dry whey cost factor in the Class 4b milk pricing formula. Cheese
manufacturers do not realize the full revenue that is attributed to them by the current 4b
formula and are incurring losses that threaten their financial viability. In order for
California cheese manufacturers to continue production, the whey cost factor should be
removed from the Class 4b formula immediately.

The Department must act immediately and on an emergency basis to change the Class
4b milk formula to proiect the long term viability of cheese manufacturers and the dairy
farmers in the state of California.

Description of requested changes:

Proposed Changes tc the Northern and Southern California Stabilization and Marketing
Plans.

Article I11. Section 300.0,

(E) The minimum prices to be paid for components used for Class 4b shall be computed

as follows:
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(1) The Cheese hundredweight price shall be the price per hundredweight
computed by the sum of the following:

(a) The price per hundredweight computed by the formula using the Cheddar
cheese price, less an f.0.b. California price adjuster of two and fifty-two
hundredths cents ($0.0252), less a Cheddar cheese manufacturing cost
allowance of seventeen and eight tenths cents ($0.178), all multiplied by a
yield factor of ten and two—tenths (10.2).

(b) The price per hundredweight computed by the formula using the butter
price, less a manufacturing cost allowance of fifteen and six tenths cents
($0.156), less ten cents ($0.10), all multiplied by a yield factor of twenty-
seven-hundredths (0.27).

(e)}-The-price-perhundredweight-computed-by-the-formula-using-the-dry-whey
pricerless-a-manufacturing-costallowanee-of-twenty-six-and-seven-tenths
cents{$0-267)-all-multiplied-by-a-yield-factor-of 5-8-

(2) For all milk fat, not less than the price per pound computed pursuant to
Subparagraph (D)(1) of this Section.

(3) For all milk solids-not-fat, not less than the price per pound computed by the
formula using the Cheese hundredweight price established pursuant to
Subparagraph (E)(1) less the product of three and seventy—two hundredths
(3.72) multiplied by the Class 4b fat price established pursuant to
Subparagraph (E)(2), all divided by eight and eighty hundredths (8.80).

(4) The Cheddar cheese prices used in calculations pursuant this Paragraph shall
be the simple average of the 40 pound block Cheddar cheese price quotations
for the last significant trading action for sale, offer or bid at the Chicago
Mercantile Exchange falling between the period beginning the 26th day of the
previous month and concluding the 25th day of the current month.

(5) The butter prices used in calculations pursuant this Paragraph shall be the
simple average of the Grade AA butter price quotations for the last significant
trading action for sale, offer or bid at the Chicago Mercantile Exchange falling
between the period beginning the 26th day of the previous month and
concluding the 25th day of the current month.
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pursuant to Subparagraph (E)(1), then used in its place shall be the cheese
price used in the prior month’s calculation of the Cheese hundredweight price.

(8) Inthe event that the Chicago Mercantile Exchange Grade AA butter price is
not available to calculate the Cheese hundredweight price, pursuant to
Subparagraph (E)(1), then used in its place shall be the Grade AA butter price
used in the prior month’s calculation of the Cheese hundredweight price.

We greatly appreciate your immediate attention to this matter and encourage you to
contact any of us with questions about our respective specific current financial

conditions.

Submitted Respectfully by the Undersigned:
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| Prank Terrandva, Jr.
| /President
/ F & A Dairy of California, Irfc.

691 Inyo Street
Newman, California 95360
Tel.: (949) 221-8255

Gustavo Marquez

Nicholas J. Sibilio

Vice President

Farmdale Creamery, Inc.

1049 W. Base Line Street

San Bernadino, California 92411
Tel.: (909) 889-3002

R. Baird Rumiano

Chief Executive Officer President
Marquez Brothers International, Inc. Rumiano Cheese Company
5801 Rue Ferrari P.O. Box 305

San Jose, California 95138
Tel.: (559) 584-8000 x214

Crescent City, California 95531
Tel.: (707) 465-1535
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Charlene L. Franco

Vice President/General Manager
Sierra Cheese Mfg. Co., Inc.
916 So. Santa Fe Avenue
Compton, California 90221

Tel.: (310) 635-1216

Steve Gaddis

President

Pacific Cheese

21090 Cabot Blvd.
Hayward, California 94545
Tel.: (510) 784-8800

Morris R. Farinella
Chief Executive Officer
Masson Cheese

6180 Alcoa Avenue
Vernon, California 90058
Tel.: (323) 583-1251

Gilbert De Cardenas

Chief Executive Officer
Cacique Cheese

14940 Proctor

City of Industry, California
(626) 961-3399



